








-6.'--

) The nondiscrimination statement would be required to declare 
that the educational institution has not followed a racially 
discriminatory policy during the calendar year and also must 
indicate whether the Attorney General has brought a declaratory 
judgment action against the institution during the current 
calendar year or either of the two preceding calendar years. 

The annual statement must be filed with the Secretary at 
the end of the calendar year, and copies must be furnished to 
persons paying tuition no later than January 31 of the subsequent 
calendar year. 

If an educational institution is found, in a declaratory 
judgment proceeding, to have followed a racially discriminatory 
policy, then no credit would be allowed for tuition expenses paid 
to the institution in 'the calendar year in which the Attorney 
General commenced the declaratory judgment action or in the two 
calendar years immediately succeeding that year. No credit, 
however, could be disallowed until the judgment in the declaratory 
judgment action becomes final. 3/ If tax credits are disallowed 
as a result of a declaratory judgment, then the period for assessing 
a deficiency attributable to such disallowance would not expire 
until three years after a final judgment. 

Under the bill, an educational institution would have a 
racially discriminatory policy if it refuses, on account of 
race (1) to admit applicants as students; (2) to admit students 
to the rights, privileges, programs, and activities generally 
made available to students by the educational institution; or 
(3) to allow students to participate in its scholarship, loan, 
athletic, or other programs.!! A racially discriminatory policy 

3/ A judgment would become final when all parties to the action 
have exhausted all appellate review. 
4/ The issue of whether schools with racially discriminatory 
policies may qualify for tax-exempt status currently is pending 
before the U.S. Supreme Court in the cases of Goldsboro Christian 
Schools, Inc. v. United States (No. 81-1) and Bob Jones University 
v. United States (No. 81-3). For more detail on this issue see 
"Background Relating to the Effect of Racially Discriminatory 
Policies on the Tax-Exempt Status of Private Schools" (JCS-1-82, 
January 29, 1982). 
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would not include failure to pursue or achieve any racial quota, 
proportion, or representation in the student body. The term "race" 
would include color or national origin. 

The exclusive authority to enforce the prohibition against 
following a racially discriminatory policy would be vested in 
the Attorney General. The Secretary of the Treasury would have 
authority solely to receive annual nondiscrimination statements, 
to disallmv credits with respect to institutions that fail to 
file nondiscrimination statements, to disallow credits to tax­
payers who fail to attach copies of nondiscrimination statements 
to their returns, and to disallow credits with respect to payments 
to an institution against which a final judgment has been entered. 

Credit not to be considered as Federal assistance 

The bill provides that tuition tax credits would not constitute 
Federal financial assistance to educational institutions or to the 
recipients thereof. 

Effecti ve Date 

The bill would apply to taxable years beginning after 
December 31, 1982, for tuition expenses paid after that date. 

Revenue Effect 

The bill is estimated to reduce fiscal year budget receipts 
by $32 million in 1983, $373 million in 1984, $854 million in 1985, 
$1,280 million in 1986, and $1,337 million in 1987. 
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